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Broadview Media, founded in 1969, is engaged in two busmess segments,
Education and Media Production.

Education 1is conducted through Broadview Media’s wholly owned
subsidiary d/b/a Utah Career College located in West Jordan, Utah, a
southern suburb of Salt Lake City, and is accredited to award diplomas and
Associate in Applied Science degrees in multiple training courses including
Paralegal, Veterinary Technology, Nursing and Business Administration.
The primary market for Utah Career College includes applicants from the
Greater Salt Lake City area.

Media Production operates full service media production facilities in Chicago
and Minneapolis which provide creative and production services for
educational courses, television programming, and business communications.
Media Production markets its services through its own internal sales force and
through independent sales representatives to customers located throughout the
United States although a majority of its customers is located in the north
central portion of the U.S.

COMPANY WEB SITE:

WWW.BROADVIEWMEDIA.COM



To the Shareholders of Broadview Media, Inc.

Fiscal 2006 was both exciting and challenging for Broadview Media. On July 1, 2005, we
acquired C Square Educational Enterprises d/b/a Utah Career College (UCC), a post-secondary
school located in West Jordan, Utah, a southern suburb of Salt Lake City. Media Production,
located at our Minneapolis and Chicago facilities, continued to struggle with declining revenues,
reflecting declining demand in the marketplace.

We continue to believe our strategy to focus on growth in the Education segment will be
successful. We plan on opening a branch campus in Layton, Utah in January 2007. UCC fiscal
year 2006 revenues of $6.6 million increased 13% over 2005. UCC’s current enrollment of 641
students compares to last year’s enrollment of 559. In addition to offering Associate degrees and
certifications in a number of career fields, including business administration, graphic design,
medical and legal, UCC has just received approval to offer Bachelor of Science degrees in Health
& Exercise Science and Paralegal studies. The introduction of our nursing program has been
extremely successful. Our strategic relationship with the Minnesota School of Business continues

to provide valuable support.

To better communicate our principal business operations to the public, we are asking the
shareholders at our upcoming August 9™ annual meeting to approve a vote to change our name
from Broadview Media, Inc. to Broadview Institute, Inc. The new Company name reflects the
Company’s transition from a media production company to a post-secondary education company.
This new Company name better reflects the Company’s core business, which is education and the
Company’s potential expansion opportunities. We are also asking approval to increase the
number of authorized common and preferred shares, again reflecting growth opportunities. To
reward and retain our employees, officers and Board members, we are asking shareholders to
approve the adoption of the 2006 Equity Incentive Plan.

For the year, we showed a loss of $485,505 on revenues of $9,907,238, compared to a loss of
$534,968 on revenues of $9,240,962 in fiscal 2005. Media Production revenues of $3,261,638
declined from fiscal 2005 revenue of $3,347,568. Education revenues of $6,645,600 increased
from 2005 revenues of $5,893,394. Media Production operating loss of $915,227 increased from
2005 loss of $697,078. Education operating income of $578,531 increased from 2005 operating
income of $429,975.

We are fortunate to have strong Board members; Dick Letsche, Bob Kramarczuk and Nels
Johnson who also serve on the Audit Committee. Nels Johnson will not run for reelection to the
Board. I want to thank Nels for his many years of service and valuable expertise in digital media.
Tom Tucker continues to provide input with his knowledge in Entertainment/Audio.

I also would like to introduce Larry Zipkin who will stand for election to the Board at our August
meeting. Larry brings a wealth of experience and a very successful business career in investment

banking.

The stock price of the Company continues to fluctuate; however, we believe our vision for growth
in Education will produce long-term rewards, including increased shareholder value. T want to
thank all our employees, both old and new for their ongoing professional effort to serve our

customers and students.

To all of our shareholders, I would like to thank you for your support during this period of
transition. I look forward to meeting many of you at our August 9th shareholder meeting. The
entire team at the new Broadview Institute is committed to providing increased value to all the

stakeholders of the Company in the future.

Terry Myhre
Chairman and CEO
July 10, 2006
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FINANCIAL REVIEW
Year Ended March 31,

HIGHLIGHTS 2006 2005 2004
Revenues $9,907,238 $9,240,962 $9,209,819
Gross Profit 6,833,447 6,317,302 5,746,362
Gross Profit % 69% 68% 62%
Net Loss (485,505) (534,968) (214,993)
Per Common Share Loss — Basic and Diluted .07 .07 (.03)
Capital Expenditures 901,873 307,517 69,924
Net Cash Provided (Used) by Operating Activities 118,254 (145,360) 419,836
QUARTERLY OPERATING RESULTS (UNAUDITED) Quarter Ended

June 30 September 30 December 31 March 31

Year Ended March 31, 2006:

Revenues $2,345,046 $2.593,043 $2,566,058 $ 2,403,091
Gross Profit 1,658,904 1,557,539 1,848,986 1,768,018
Net Income (Loss) (395,373) (135,211 109,997 (64,918)
Per Common Share Earnings (Loss) — Basic (0.05) 0.02) 0.01 0.0

and Diluted
Year Ended March 31, 2005:

Revenues $2,270,015 $2,092,861 $2,341,232  $ 2,536,854

Gross Profit 1,510,855 1,425,510 1,645,321 1,735,616

Net Loss (43,231) (172,084) (127,045) (192,608)

Per Common Share (Loss) — Basic and (0.0 (0.02) (0.02) (0.03)
Diluted

For operating results for the first 3 quarters in fiscal year ended March 31, 2006, refer to the quarterly Form 10-QSB
filings. During the fourth quarter FY06,increased tuition revenues were offset by lower sales in television show
production. Gross margin increased as a result of higher revenues, while selling, general and administrative expense
increased due to higher salary and marketing expense in Education.

For operating results for the first 3 quarters in fiscal year ended March 31, 2005, refer to the quarterly Form 10-QSB
filings. During the fourth quarter FYO0S5, revenue decreased reflecting lower sales in television show production.
Gross margin decreased as a result of lower revenues, while selling, general and administrative expense increased
due to higher professional fees compared to the third quarter.

Year Ended March 31,

2006 2005
MARKET PRICES High Low High Low
Quarter Ended:
June 30 $6.75 $3.00 $7.60 $6.00
September 30 6.30 3.40 7.20 5.54
December 31 3.75 2.25 8.90 5.61
March 31 3.30 2.20 6.65 3.54

The Company’s Common Stock is currently traded on the over-the-counter market and is quoted on the National
Association of Securities Dealers, Inc. OTC Bulletin Board under the symbol BDVM. The table above sets forth
published quotations for the Company’s Common Stock reflect the inter-dealer prices without retail mark-up, mark-
down or commission and may not necessarily represent actual transactions. The Company has not paid dividends
since fiscal 1991. The number of record holders of stock as of March 31, 2006 was approximately 700.




FINANCIAL DATA: -t -

STATEMENT OF OPERATIONS
DATA

Revenues
Cost of Products and Services Sold
Gross Profit
Selling, General and Administrative
Operating Loss
Other Income (Expense)

Miscellaneous

Interest income

Interest expense

Total Other Expense, net

Loss Before Provision for Income
Taxes

Income Tax Credit (Expense)

Net Loss

LOSS PER COMMON SHARE
BASIC AND DILUTED

BALANCE SHEET DATA

Total Assets

Property and Equipment, net
Stockholders’ Equity
Common Shares Outstanding

Term Obligations:
Current maturities
Long-term maturities
Total term obligations

Year Ended March 31,
2006 2005 2004 2003 2002

$9,907.238 $9,240,962 $9,209,819 $9,162.,355 $9.542,424
3,073.791 2.923.660 3.463.457 4,082,555 5.824.194
6.833,447 6,317,302 5,746,362 5,079,500 3,718,230
7.170.143 6.584.405 5.811,208 5.089.870 3.974.715
(336.696) (267.103) (64.846) (10.070) (256.485)
(106,462) 8,535 12,428 21,044
838 2,526 19,245

{88.293) 60.279) (37.507) (45.082) (85.677)
(194,755) (60.279) (28.134) (30.128) (45.388)
(531,451) (327.382) (92,980) (40,198) (301,873)
45,946 (207.586) (122,013) (123,670) (8,553)
$(485.505) $(534.968) $ (214993) $ (163.868) $(310,426)

$(.07) $(.07) $(.03) $(.02) $(.05)

March 31,
2006 2005 2004 2003 2002

$3,652,438  $3,466.458 $2.934,138 $3,055,696 $3,273,271
1,335,153 684,382 608,338 879,237 1,033,547
2,457,388 2,455,393 1,340,201 1,530,271 1,174,139
8,108,252 7,720,747 7.303.728 7,200,379 6,400,379
213,847 130.853 737,500 225,948 434,093
475.891 437.106 - 112,500 225,000
689,738 567.959 737.500 338,448 659,093

The preceding presentation of financial highlights, quarterly operating results, and selected consolidated financial
data for the years 2004, 2003 and 2002 includes the combined operations of Media Production for fiscal year ended
March 31, and Utah Career College (UCC) for fiscal year ended May 31, which was the fiscal year end of C Square
Educational Enterprises. The financial information for 2006 and 2005 includes UCC based on a March 31 year end.

The preceding selected financial data should be read in conjunction with our consolidated financial statements
including the accompanying notes and with “Management’s Discussion and Analysis of Financial Condition and

Results of Operations™.



Significant Fourth Quarter Adjustments:

During the fourth quarter of 2006, we recorded a book to physical inventory adjustment and
correspondingly, we recognized additional expense of approximately $46,000.

Critical Accounting Policies:
Significant accounting policies are described in Note 1 to the consolidated financial statements.

Some of the most critical accounting policies include:

Revenue Recognition :

For Media Production, revenue is recognized on the percentage of completion method of
accounting, utilizing measurements of progress towards completion appropriate for work
performed. Progress is generally based on physical progress of the various components in a
production confract budget. Contracts range from one week to two years or more in duration.
There are inherent uncertainties in estimating progress and percentage completed. Management
considers production progress to be the best measure of revenue earned on contracts.

For Education, registration fees, book sales, vending income and other miscellaneous income are
recognized at the time of the transaction. Tuition and lab fees are recognized when earned as the
course progresses. Receivables represents unpaid tuition revenue at the end of the reporting
period. Part of the revenue reported by UCC is revenue that relates to funds received from Title
IV funds for students’ financial aid as well as funds received from other financial aid sources,
including Myhre Investments, LLC, an entity owned by our Chairman and CEO. As of March
31, 2006, Myhre Investments, LLC had $327,377 in loans outstanding to UCC students.

Receivables
" Receivables consist of contract and trade receivables for Media Production and tuition

receivables for Education.

For contract and trade receivables, the Company’s allowance for doubtful accounts includes
specific identification of estimated uncollectible accounts based on aging and subsequent
collection activity. Customer invoices beyond contractual due dates are identified and written
off only after collection efforts are exhausted. The Company does not require receivables to be
collateralized.

The Company also grants credit to students in the normal course of business, but generally does
not require collateral or any other security to support tuition, amounts due. Management
performs ongoing credit evaluations. The Company maintains allowances for potential credit
losses which, when realized, have generally been within management expectations.

Inventory

Inventories consist .mainly of textbooks and educational materials on electronic media,
electronics kits and supplies held for sale to students enrolled in the Company’s educational
programs. Inventories are valued at the lower of cost (first-in, first-out) or market.

Goodwill

Goodwill represents the excess of cost over fair value of identifiable net assets acquired through
business purchases. In accordance with Statement of Financial Accounting Standards No. 142,
Goodwill and Other Intangible Assets (“SFAS 142”) goodwill and indefinite-lived intangible
assets are reviewed for impairment on at least an annual basis by applying a fair-value-based test.
In evaluating the recoverability of the carrying value of goodwill and other indefinite-lived

5




e v e e e A N A T Y e R e e S = e

deflned under SFAS 142. If our fair value estimates or related assumptions change in the future,
we may be required to record impairment charges related to goodwill and other indefinite-lived
intangible assets.

In performing our annual review of goodwill-balances for impairment, we estimate the fair value
of each of our reporting units based primarily on projected future operating results and cash
flows, and other assumptions. Projected future operating results and cash flows used for
valuation purposes may reflect -considerable improvements relative to historical periods with
respect to, among other things, revenue growth and operating margins. Although we believe our
projected future operating results and cash flows and related estimates regarding fair values are
based on reasonable assumptions, historically, projected operating results and cash flows have
not always been achieved. The failure of one of our reporting units to achieve forecasted
operating results and cash flows in the near term or long term may reduce the estimated fair
value of the reporting unit below its carrying value and result in the recognition of a goodwill
impairment charge. We monitor the operating results and cash flows of our reporting units on a
quarterly basis for signs of possible declines in estimated fair value and goodwill impairment.

Results of Operations:

Year ended March 31, 2006 Compared to Year ended March 31, 2005

Consolidated revenues for the year ended March 31, 2006 of $9,907,238 compare to
consolidated revenues of $9,240,962 in FY05. The 7.2% increase in overall revenues from FY05
to FYO06 is illustrated as follows:

Increase
Business Segment FY 2006 FY 2005 (Decrease)
Media Production $ 3,261,638 329% $ 3,347,568 36.2% $ (85,930)
Education 6,645,600 67.1% 5,893,394 63.8% 752,206
Total $9.907.238 100.0% $ 9.240.962 100.0% $666,276

The increase in revenues for the year ended March 31, 2006 was largely attributed to increased
tuition revenue at UCC, offset by reduced Media Production revenues due mostly to
entertainment customers, specifically three cable television shows, TIPical Mary Ellen and
Before & After, which were not renewed in FY06, and Jacks is Wild, whose production was
stopped in January 2006 prior to publication by the network. Currently, the only program in
production is New Spaces, which is in process of completing production within the next few
months under its current contract but is not being renewed.

Gross profits increased to 69.0% in FY06 from 68.4% in the prior year. Media Production
eliminated production personnel positions, the savings from which were partially offset by the
use of freelance employees on a project basis. Cost of products and services include direct costs
associated with Media Production, including payroll and related benefits, maintenance and
depreciation on equipment used in production.

Selling, general and administrative expenses (SG&A) for the years ended March 31, 2006 and
2005 totaled $7,170,143 and $6,584.,405, respectively. The $585,738 (8.9%) increase was
largely due to increases in Education salaries and marketing expenses at UCC. SG&A expenses
include costs associated with the administrative support function. Costs include payroll and
related benefits, management expense, rent, advertising, marketing and development, telephone
and bad debt expense.



FY 2006 % of Revenue FY 2005 % of Revenue
Administrative Staff $2,879,499 29.1% $2,207,200 23.9%
Marketing Expense 12.1% 920,677 10.0%
1,202,220 : : K
All Other 3,088,424 31.2% 3,456,528 37.4%
Total SG&A $7,170,143 72.4% $6,584,405 71.3%

Interest expense was $88,293 and $60,279 for the years ended March 31, 2006 and 2005
respectively. The increase of $28,014, or 46.5%, reflects increased borrowings including term
loans, line of credit and capital leases. Specifically, the term loans provided working capital for
operations as does the line of credit, and the capital leases are for production equipment and
COmputers.

Other expense of $106,462 for the year ended March 31, 2006 reflects the expensing of
acquisition costs relating to C Square Educational Enterprises in July 2005.

The Company’s estimated production order backlog was $351,000 as of March 31, 2006,
compared to $738,000 as of March 31, 2005, a 47.6% decrease. All such backlog is attributed to
the Entertainment and Education areas of the Company’s Media Production business segment.

The Company had deferred tax assets of $2,152,000 at March 31, 2006 and $1,906,000 at March
31, 2003, respectively. Management has recorded a valuation allowance of $2,152,000 at March
31, 2006 and $1.906,000 at March 31, 2005 on the deferred tax assets. In the future,
management may, based on expected earnings trends, reduce the valuation aliowance, which will
allow for the benefits of the deferred tax assets to be recognized. Currently, the Company has
net operating loss carry forwards of approximately $4,500,000. Internal Revenue Code Section
382 (“Section 382”) limits the availability of net operating losses to offset current taxable income
if significant ownership changes have occurred for federal tax purposes. We believe that the
ownership changes of the Company in the recent years trigger the application of Section 382
limitations. The Company has not completed its analysis under Section 382 and, therefore, has
not yet determined the precise annual dollar limitations that would apply to a significant portion
of the Company’s $4,500,000 net operating loss carry forwards.

Year Ended March 31, 2005 Compared to Year Ended March 31, 2004

Consolidated revenues for the year ended March 31, 2005 of $9,240,962 compare to
consolidated revenues of $9,209,819 in FY04. The 0.3% increase in overall revenues from FY04
to FYO5 is illustrated due to higher Education revenues, offset by decreased Media Production
revenues, mostly in the entertainment area of the Media Production business segment.

The decrease in revenues for the year ended March 31, 2005 was largely attributed to sales to
entertainment customers, specifically to two cable television shows, TIPical Mary Ellen and
Before & After, reflecting fewer episodes produced.

Gross profits increased to 68% in FY05 from 62% in the prior year and is largely a function of
fixed costs on an increased Education sales volume. The Company also eliminated Media
Production personnel positions, the savings from which were partially offset by the use of
freelance employees on a project basis. Cost of products and services primarily include direct
costs associated with the production phase, including payroll and related benefits, maintenance
and depreciation on equipment used in production.




Selling, general and administrative expenses (SG&A) for the years ended March 31, 2005 and
2004 totaled $6,584.405 and $5,811,208, respectively. The $773,197 (13.3%) increase was
largely due to increases in Education salaries, rent and marketing offset by Media Production
decreases in administrative staff and outside management consultant expense. SG&A expenses
include costs associated with the administrative support function. Costs include payroll and
related benefits, rent, management expense, advertising and development, telephone and bad
debt expense. '

Interest expense was $60,279 and $37,507 for the years ended March 31, 2005 and 2004,
respectively. The increase of $22,772, or 60.7%, reflects increased borrowings including term
loans, line of credit and capital leases. Specifically, the term loans and the line of credit relate to
working capital and operations and the capital leases are for media production equipment.

The Company’s estimated production order backlog was $738,000 as of March 31, 2005,
compared to $446,000 as of March 31, 2004, a 65.5% increase. All such backlog was attributed
to the entertainment portion of the Company’s Media Production business segment.

The Company had deferred tax assets of $1,906,000 at March 31, 2005 and $1,623,000 at March
31, 2004, respectively. Management recorded a valuation allowance of $1,906,000 at March 31,
2005 and $1,623,000 at March 31, 2004 on the deferred tax assets.

Liquidity and Capital Requirements:

In FYO06, the net loss of $485,505 offset by the proceeds of warrant exercises of $487,500
increased stockholders’ equity from $2,455,393 at March 31, 2005 to $2,457,388 at March 31,
2006. On March 29, 2006, Terry Myhre, Chairman and Chief Executive Officer, exercised
350,000 Common Stock Purchase Warrants (acquired in March 2005) at an exercise price of
$1.25 per share or a total of $437,500.

As of March 31, 2006, the Company had a $300,000 bank working capital line of credit, and
there were no outstanding borrowings under this line of credit. At March 31, 2005, the Company
had no outstanding borrowings under this line of credit.

The Company had a $1,000,000 unsecured line of credit with the Company’s current Chairman
and CEO at an annual interest rate of 5.5% and expiring December 31, 2006. On June 28, 2006,
the Company reduced the line to $500,000 and extended the term through April 30, 2007. As of
March 31, 2006, there were no borrowings on this line of credit. During 2006, the CEO
advanced $150,000 on this line, which was repaid in the same year.

Management believes that inflation will not have a significant impact on the Company’s
business.

Management believes the actions taken during FY06, including the acquisition of C Square
Educational Enterprises in July 2005 will enable the Company to fulfill its obligations in the
normal course of business through its FY07. The Company continues to transition its emphasis
from Media Production to Education.

Cash Generation and Deployment:

In FY06, $118,254 of cash was provided by operating activities, the major components of which

were the operating loss of $485,505, offset by depreciation of $251,102 and reduced other assets

of $337,231 and increased accrued payables and other liabilities of $78,438, offset by increased
8




$6012,783 1n FY06 compared to $109,657 1n E'Y)>. Proceeds from exercise of warrants totaled
$487,500.

In FY06, the Company utilized $426,078 to reduce long-term and related party debt offset by
$150,000 of related party borrowings.

In total, cash balances decreased by $308,107 during FY06.

On July 1, 2005, Broadview Media, Inc. completed the acquisition of C Square Educational
Enterprises (UCC) whereby Broadview Media issued 5,000,000 common shares in exchange for
all of the outstanding shares of UCC. The acquisition was accounted for as a merger of an entity
under common control since the largest shareholder and CEO of Broadview Media and UCC had
controlling interest in both companies. The financial statements for all periods prior to July 1,
2005 have been combined and restated in a manner similar to a pooling of interests to reflect the
acquisition as if it had occurred on April 1, 2004.

In May 2004, the Company entered into a strategic relationship with MSB, a company owned by
the Company’s Chairman and CEO, to oifer digital video courses at one of the Company’s
Minneapolis facilities. Under the terms of our ongoing relationship with MSB, we provide
equipment, facilities and technicians for technical support to allow MSB to offer digital, video-
based courses. Our agreement with MSB is terminable by either party upon reasonable notice.
The digital-video-based courses offered by MSB are intended to provide students instruction in
an apprenticeship environment within a for-profit business. Some of the courses, as part of the
Associate in Applied Science Degree Program-Digital Video and Media Production, that MSB
offers are video production, camera operations, sound for video, video after effects, video
lighting and sound, and video editing. The payment terms under our agreement with MSB
include a quarterly charge per student at rates which the Company would receive in an arm’s
~ length transaction. In the years ended March 31, 2006 and 2003, in exchange for providing the
equipment, facilities and technician support for MSB’s offering of digital, video-based courses,
the Company billed MSB $73,000 and $41,000, respectively. The services were billed at rates
consistent with similar independent customers. The revenue received under our agreement with
MSB for its video-based courses were less than 1% of total revenues for the years ended March
31, 2006 and 2005, respectively.

The Company also utilizes administrative, accounting and consulting services provided by MSB.
Some of the services provided by MSB under this arrangement include information technology
software support, finance and accounting services, human resources support, CEO services,
student financial aid consulting and curriculum consulting. This arrangement for administrative,
accounting and consulting services with MSB may be terminated by either party upon reasonable
notice to the other. In the years ended March 31, 2006 and 2005, in exchange for the receipt of
such services from MSB, the Company expensed $240,000 and $900,000, respectively. The
$900,000 expensed for fiscal year ended March 31, 2005 included a management fee paid by
UCC to MSB that was discontinued upon our acquisition of UCC. MSB administrative,
accounting and consulting services to Broadview Media and UCC combined began on July 1,
2005 and prior thereto, UCC received certain of these services and also paid a management fee
to MSB. We believe the fees we are currently paying MSB for these services are competitive
with, or less than, what we would have to pay to provide these services ourselves or to obtain
them from another third party.

Also, the Company produces video products for MSB. We produce videos that are commercials

promoting MSB as an educational organization offering numerous courses of study, including

digital video and film production, and we also produce videos used by MSB as teaching tools in
9
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2004 We price our services under this arrangement with MSB on a time and materials basis and
we charge a flat fee to MSB at rates which the Company would receive in an arm’s length
transaction. This arrangement is done on an order-by-order basis and there is no requirement
that MSB continue to utilize Media Production for production of these video products. In the
years ended March 31, 2006 and 2005, we billed MSB $19,000 and $44,000 respectively, for
producing such video products. The revenues received from these video production services
were less than 1% for the years ended March 31, 2006 and 2005, respectively.

Mr. Myhre became Chairman and CEO of the Company in January 2004, and increased his stock
and warrant holdings in the Cormpany in March 2005 and 2006 and in the Company’s acquisition
of UCC in July 2005. Including warrants held by Mr. Myhre for the purchase of 650,000 shares
of common stock, he owned as of the date of this Annual Report holdings representing 64.3% of
the Company’s shares (assuming exercise of his warrants).

Forward Looking Statements

Certain statements contained in this Report and other written and oral statements made from time
to time by the Company do not relate strictly to historical or current facts. As such, they are
considered “forward-looking statements” which provide current expectations or forecasts of
future events. Such statements can be identified by the use of terminology such as “anticipate,”
“believe,” “estimate,” “expect,” “intend,” “may,” “could,” “possible,” “plan,” “project,”
“should,” “will,” “forecast,” and similar words or expression. These forward-looking statements
are based upon the Company’s current plans or expectations and are subject to a number of
uncertainties and risks that could significantly affect current plans and anticipated actions and the
Company’s future financial condition and results. The uncertainties and risks include, but are
not limited to, general economic and business conditions; loss of significant customers; changes
in levels of client advertising; the impact of competition; risks relating to acquisition activities;
and the complexity of integrated computer systems. As a consequence, current plans, anticipated
actions and future financial condition and results may differ from those expressed in any
forward-looking statements made by or on behalf of the Company. Shareholders and other
readers are cautioned not to place undue reliance on forward-looking statements, which speak
only as of the date on which they are made. We undertake no obligation to update publicly or
revise any forward-looking statements. '

10



BROADVIEW MEDIA, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

ASSETS
CURRENT ASSETS
Cash and cash equivalents
Receivables, less allowance for doubtful
accounts of $29,600 and $16,500, respectively
Estimated revenues in excess of billings on uncompleted contracts
Inventory
Other
TOTAL CURRENT ASSETS

PROPERTY AND EQUIPMENT, NET
DEPOSITS AND INVESTMENT

GOODWILL

LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABILITIES
Current maturities of long-term-term debt
Accounts payable
Commissions, salaries, and withholdings payable
Accrued expenses
Student credit balances
Deferred gain from sale of building
TOTAL CURRENT LIABILITIES

LONG-TERM DEBT, less current maturities
DEFERRED GAIN FROM SALE OF BUILDING
COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS’ EQUITY
Preferred stock Series B, par value $.01 per share, 500,000 shares
authorized, issued and outstanding
Common stock, par value $.01 per share; authorized 10,000,000
shares, 8,108,252 and 7,720,747 shares issued and outstanding
Additional paid-in capital
Accumulated deficit

March 31,

2006 2005
334,903 $ 643,010
420,608 562,017
538,634 394,697
226,257 182,005

52,645 268,907

1,573,047 2,050,636

1,335,153 684,382
122,222 109,424
622,016 622,016

3,652,438 $ 3,466,458
213,847 $ 130,853
340,887 79,819

79,221 152,719
56,590 77,461
24,567 112,828
4,047 16,232
719,159 569,912
475,891 437,106
- 4,047
5,000 5,000
81,082 77,207
3,857,654 3,374,029
(1,486,348) (1,000,843)
2,457,388 2,455,393
$ 3,652,438 $ 3,466,458

See notes to consolidated financial statements.
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BROADVIEW MEDIA, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

REVENUES
COST OF PRODUCTS AND SERVICES SOLD
GROSS PROFIT
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
OPERATING LOSS
OTHER EXPENSE
Interest expense
Acquisition expense
LOSS BEFORE INCOME TAXES
INCOME TAX PROVISION (CREDIT)
NET LOSS
BASIC AND DILUTED LOSS AVAILABLE TO COMMON
STOCKHOLDERS:
Net Loss
Less Cumulative Preferred Stock Dividends

Net Loss Available to Common Stockholders

BASIC AND DILUTED LOSS PER COMMON SHARE

BASIC AND DILUTED WEIGHTED-AVERAGE NUMBER OF

COMMON SHARES OUTSTANDING

See notes to consolidated financial statements.
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Year Ended March 31,

2006 2005
$ 9907238 S 9,240,962
3,073,791 2,923,660
6,833,447 6,317,302
7,170,143 6,584,405
(336,696) (267,103)
(88,293) (60,279)
(106,462) -
(194,755 ) (60,279)
(531,451) (327,382)
(45,946) 207,586
$  (485505) $  (534,968)
$ (485,505) $  (534,968)
30,000 -
$~ (515,505) (534,968)
$ (07) $ (07)
7,747,942 7,345,281




BROADVIEW MEDIA, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Preferred Stock,

Additional Paid-in Accumulated

Series B Common Stock Capital Deficit Total

Shares | Amount Shares Amount
APRIL 1, 2004 $- 7,303,728 $73,037 $2,255,222 | $(465,875) | $ 1,862,384
Stock redemption
UcCC - - - (8,400) - (8,400)
Preferred stock
issued 500,000 5,000 - - 620,000 - 625,000
Stock options
exercised - - 29,650 296 36,081 - 36,377
Warrants - - 365,000 3,650 471,350 - 475,000
exercised
Cashless warrants - 22,369 224 (224) - -
exercised
Net loss - - - (534,968) (534,968)
MARCH 31, 2005 | 500,000 5,000 7,720,747 77,207 3,374,029 | (1,000,843) 2,455,393
Warrants exercised - - 370,000 3,700 483,800 - 487,500
Cashless warrants
exercised - - 17.505 175 (175) - -
Net loss - - (485,505) (485,505)
MARCH 31, 2006 | 500,000 $5,000 8,108,252 $81,082 $3,857,654 |$(1,486,348) | $ 2,457,388

See notes to consolidated financial statements.
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BROADVIEW MEDIA, INC.AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

OPERATING ACTIVITIES
Net loss
Adjustments to reconcile net loss to net cash provided (used) by
operating activities:
Depreciation
Recognized gain from sale of building
Changes in operating assets and liabilities:
Receivables and estimated revenues in
excess of billings on uncompleted contracts
Inventory
Other assets
Accounts payable and other liabilities
Net cash provided (used) by operating activities

INVESTING ACTIVITIES
Purchases of property and equipment
Purchase of investment
Net cash used by investing activities

FINANCING ACTIVITIES
Net payments on bank line of credit
Payments on long-term and related party debt
Proceeds from long-term and related party debt
Proceeds from issuance of common and preferred stock
Stock redemption
Net cash provided by financing activities

INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS
Beginning of year

End of year

SUPPLEMENTARY DISCLOSURES

Cash paid for interest

Cash paid for income taxes

Noncash investing and financing activities:
Write-off fully depreciated property and equipment, no

longer utilized

Equipment purchased with capital lease obligations
Prepaid insurance paid by short-term debt
Cashless warrants exercised
Common stock issued to acquire Utah Career College

Year Ended March 31,
2006 2005
$ (485,505) (534,968)
251,102 256,350
(16,232) (16,235)
(2,528) 55,283
(44,252) (154,173)
337,231 204,017
78,438 44,366
118,254 (145,360)
(612,783) (109,857)
(25,000)
(637,783) (109,857)
- (150,000)
(426,078) (390,728)
150,000 75,000
487,500 1,136,377
- (8,400)
211,422 662,249
(308,107) 407,032
643,010 235,978
$ 334,903 643,010
$ 86,558 62,417
9,963 107,500
758,166 7,851,252
289,090 197,660
108,767 98,527
175 224
1,695,715 -

See notes to consolidated financial statements.
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NULTEDS 1V CUNULIDALTED FINANUIAL DA TILVIEZLINLD
1. The Company and Summary of Significant Accounting Policies -

Description of Business

Broadview Media, Inc. is engaged in two business segments, Media Production and Education.

Media Production includes television shows, communication products, and educational products,
primarily video and audio based. The segment creates and produces television shows for cable networks
and communication products for corporations, associations and other organizations, and it produces audio
and video educational products for large publishers and production and post production services for
independent production companies.

Education is conducted through a wholly owned subsidiary, C Square Educational Enterprises (d/b/a Utah
Career College and hereafter referred to as UCC), which is incorporated in the State of Utah. UCC has
one campus in West Jordan, Utah and is accredited to award diplomas and Associate in Applied Science
degrees by the Accrediting Commission for Career Schools and Colleges cf Technology for multiple
business and health care careers.

Basis of Presentation

The consolidated financial statements for all periods prior to July 1, 2005 have been restated to include
the retroactive effects of the July 1, 2005 acquisition of UCC, which was accounted for in a manner
similar to a pooling of interest. (Note 2)

Principles of Consolidation
The consolidated financial statements include the accounts of Broadview Media, Inc. and its wholly
owned subsidiaries. All intercompany accounts and transactions were eliminated in consolidation.

Management Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of
the financial statements and the reported amiounts of revenues and expenses during the reporting period.
Actual results could differ from those amounts. Significant management estimates relate to the
determination of the percentage of completion on contracts in progress, the valuation allowance for
deferred income tax assets, the allowance for doubtful receivables, and the carrying value of goodwill.

Revenue Recognition

For Media Production, revenue is recognized on the percentage of completion method of accounting,
utilizing measurements of progress towards completion appropriate for work performed. Progress is
generally based on physical progress of the various components in a production contract budget.
Contracts range from one week to two years or more in duration. There are inherent uncertainties in
estimating progress and percentage completed. Management considers production progress to be the best
measure of revenue earned on contracts.

For Education, registration fees, book sales, vending income and other miscellaneous income are
recognized as earned at the time of the transaction. Tuition and lab fees are recognized when earned as
the course progresses. Receivables represent unpaid tuition revenue at the end of the reporting period.
Part of the revenue reported by UCC is revenue that relates to funds received from Title IV funds for
students’ ‘financial aid as well as funds received from other financial aid sources, including Myhre
Investments, LLC, an entity owned by our Chairman and CEO. As of March 31, 2006, Myhre
Investments, LLC had $327,377 in loans outstanding to UCC students.

(Continued)
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BROADVIEW MEDIA, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. The Company and Summary of Significant Accounting Policies — (continued)

Fair Value of Financial Instruments

The carrying amounts of financial instruments, consisting of cash. receivables, long-term debt and short-
term debt, accounts payable and accrued expenses, approximate their fair values.

Cash and Cash Equivalents

All highly liquid debt instruments purchased with a maturity of three months or less are considered to be
cash equivalents.

Cash accounts are maintained primarily at two financial institutions. At times throughout the year, the
Company’s cash balances may exceed amounts insured by the Federal Deposit Insurance Corporation.

U.S. Department of Education regulations require Title IV program funds received by the Company in
excess of the tuition and fees owed by the relevant students at that time to be, with these students’
permission, maintained and classified as restricted until the students are billed for the portion of their
education program related to those funds. Funds transferred through electronic funds transfer programs
are held in a separate cash account and released when certain conditions are satisfied. These restrictions
have not significantly affected the Company’s ability to fund daily operations. Cash in the amount of
$24,567 and $0 was held in restricted bank accounts at March 31, 2006 and 2005, respectively.

Receivables

Receivables consist of contract and trade receivables for Media Production and tuition receivables for
Education.

For contract and trade receivables, the Company’s allowance for doubtful accounts includes specific
identification of estimated uncollectible accounts based on aging and subsequent collection activity.
Customer invoices beyond contractual due dates are identified and written off against the allowance only
after collection efforts are exhausted. The Company does not require receivables to be collateralized.

The Company also grants credit to students in the normal course of business, but generally does not
require collateral or any other security to support tuition amounts due. Management performs ongoing

credit evaluations. The Company maintains allowances for potential credit losses which, when realized,
have generally been within management expectations.

Inventory

Inventory consists primarily of textbooks, educational materials on electronic media, electronic kits and
supplies and is stated at the lower of cost or market, based on the first-in, first-out method.

(Continued)
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BROADVIEW MEDIA, INC. AND SUBSIDIARIES
NOTES TO CONSOLIPATED FINANCIAL STATEMENTS

1. The Company and Summary of Significant Accounting Policies — (continued)

Property and Equipment

Property and equipment are stated at cost. Depreciation is computed using the straight-line method over
the estimated useful life of an asset. Maintenance and repairs are expensed as incurred; major
improvements and betterments are capitalized. Management assigns useful lives to property and
equipment as follows: '

Leasehold improvements 2 - 18 vears
Furniture and equipment 3 - 10 years

Goodwill
Goodwill represents the excess purchase price over the appraised value of the portion of identifiable
assets not under common control that were acquired from UCC. Goodwill is not amortized but is

reviewed annually for impairment.

Stock —Based Compensation

Prior to January 1, 2006, the Company accounted for its stock-based employee compensation plan in
accordance with the provisions of Accounting Principles Board Opinion (APB) No. 25, "Accounting for
Stock Issued to Employees,” Under the intrinsic value method of accounting of APB No. 25, no
compensation expense was recognized in the Company's consolidated statement of operations when the
exercise price of the Company's employee/director stock option grants equaled or exceeded the market
price of the underlying common stock on the date of grant, and the measurement date of the option or
warrant grant was certain. The measurement date was certain when the date of grant was fixed and
determinable. Compensation cost for employee/director stock options was measured as the excess, if any,
of the quoted market price of the Company's stock at the date of grant over the amount that the
employee/director was required to pay for the stock. No compensaticn expense was recognized during the
year ended March 31, 2005, or the nine months ended December 31, 2005. Options issued to non-
employees were accounted for as required by Financial Accounting Standards Board (FASB) Statement
of Financial Accounting Standards (SFAS) No. 123, "Accounting for Stock-Based Compensation." In
addition, the pro forma disclosures required by SFAS No. 123 for companies accounting for stock-based
compensation plans in accordance with APB No. 25 have been included in the consolidated financial
statements in prior periods.

Effective January 1, 2006, the Company adopted the fair value recognition provisions of SFAS No.
123(R), "Share-Based Payment” using the modified prospective application method and the
interpretations in SEC Staff Accounting Bulletin No. 107, "Share-Based Payment." Among other items,
SFAS No. 123(R) eliminates the use of APB No. 25 and the intrinsic value method of accounting for
stock-based compensation, and requires companies to recognize the cost of employee/director services
received in exchange for awards of equity instruments, based on the grant date fair value of those awards,
in the financial statements.

(Continued)
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‘BROADVIEW MEDIA, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. The Company and Summary of Significant'Accounting Policies - (continued)

Under the modified prospective application method, awards that are granted or modified after the date of
adoption of SFAS 123(R) are measured and accounted for in accordance with SFAS No. 123(R).
Compensation cost for awards granted prior to, but not vested, as of the date SFAS No. 123(R) was
adopted are based on the grant date attributes similar to those originally used to value those awards for the
pro forma purposes under SFAS No.123. No share-based compensation expense is reflected in the
consolidated statement of operations for the year ended March 31, 2006. At March 31, 2006 and 2005,
there were no options outstanding and none were granted, vested or forfeited during the years then ended.

Results for the nine months ended December 31, 2005 and the year ended March 31, 2005 have not been
restated. If the Company recognized stock option compensation based on fair value at date of grant,
consistent with the methods prescribed in SFAS No. 123, there would have been no change to the net loss
or loss per share for those periods.

Advertising Costs
Advertising costs are expensed as incurred. The Company’s advertising expense was $1,106,087 and
$841,169 for 2006 and 2003, respectively.

Loss Per Common Share

Basic loss per share (EPS) is calculated using the loss available to common shareholders divided by the
weighted average number of common shares outstanding during the year. Diluted EPS is similar to basic
EPS except that the weighted average of common shares outstanding is increased to include the number
of additional common shares that would have been outstanding if the dilutive potential common shares,
such as options, had been issued. The treasury stock method is used to calculate dilutive shares, which
reduces the gross number of dilutive shares by the number of shares purchasable from the proceeds of the
options assumed to be exercised.

The following common share amounts were not included in the computation of diluted EPS as their effect
was antidilutive:
Year Ended March 31,

2006 2005
Options - 17,596
Warrants 1,079,315 511,877
Series B preferred stock (convertible) 500,000 -

2. Business Acquisition

On July 1, 2005, Broadview Media, Inc. completed the acquisition of UCC. Broadview Media issued
5,000,000 common shares in exchange for all of the outstanding shares of UCC. The value of the
common shares issued was based on third party valuations and management’s estimates at $2,950,000 or
$.59 per share. The acquisition was accounted for as a merger of an entity under common control since
the largest shareholder and CEO of Broadview Media and UCC had controlling interest in both
companies.

(Continued)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2. Business Acquisition-(continued)

The purchase price was allocated to the assets acquired and liabilities assumed as follows:

Cash and cash equivalents $ 712,052
Receivables 208,833
Inventory 191,307
Other assets 23,487
Property and equipmerit 519,896
Goodwill 572,088
Accounts payable ‘ ' (401,414 )
Student credit balances v (130,534 )
Net amount recorded for non-common control interests 1,695,715
Excess purchase price attributable to interest under common control, not recorded 1,254,285
Purchase price $ 2,950,000

In addition to the $572,088 of purchased goodwill, $49,928 of acquisition costs were also capitalized.

Revenues and net income for each of the separate companies prior to the merger were as follows:

Three
Months
Ended Year Ended
June30,2003 March 31, 2005
Revenues
Broadview Media $ 708,032 $ 3,347,568
ucCcC 1,637,014 5,893,394
Combined Revenues $ 2,345,046 $ 9,240,962
Net Income (Loss)
Broadview Media $ (397,589) $ (757,357)
ucc 2,216 222,389
Combined Net Loss $ (395,373) $ (534,968)

The principal reason for the acquisition was that the Company has underutilized production facilities and
these facilities could be used for teaching students of post-secondary schools and further facilitate the
Company’s transition into the education market.

(Continued)
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BROADVIEW MEDIA, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

3. Business Segments - (continued)

The Company is engaged in two business segments, Media Production (Broadview Media) and Education
(UCC). Segment information is as follows:

Year Ended March 31

2006 2005
Revenues
Media Production $3,261,638 $3,347,568
Education 6,645,600 5,893,394
Consolidated Revenues $9,907,238 $9,240,962
Operating Income (Loss)
Media Production $(915,227) $(697,078)
Education 578,531 429,975
Consolidated Operating Loss $(336,696) $(267,103)
Depreciation Expense
Media Production $168,967 $195,017
Education 82,135 61,333
Total Depreciation Expense $251,102 $ 256,350
Interest Expense
Media Production $88,293 $60,279
Education - -
Total Interest Expense $88.293 $ 60,279
March 31
Total Assets 2006 2005
Media Production $1,593,423 $ 2,230,349

Education 2,059,015 1,236,109

Total Assets $ 3,652,438 $ 3,466,458
4. Property and Equipment-
Property and equipment consists of the foliowing:
March 31,
2006 2005

Furniture and equipment $ 5,817,893 % 6,016,965
Leasehold improvements 825,330 531,324
Construction in progress 48,773 -

6,691,996 6,548,289
Less accumulated depreciation 5,356,843 5,863,907

$ 1,335,153 ¢ 684,382

(Continued)
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BROADVIEVW MEDIA, INC, ANED SUBbSIDIARLILY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

5. Investment

In July 2005, the Company invested $25,000 in a limited partnership that produces training videos, primarily
for the restaurant industry. In return, the Company received limited partnership units and will receive a
royalty on products sold by the limited partnership. The investment is accounted for using the cost method. In
addition, the Company agreed to invest another $25,000 on or before July 31, 2006 and provide $100,000 of
production credits for using the Company’s production facilities and equipment.

6. Financing Facilities —

In December 2003, the Company and Terry Myhre, the current Chairman and Chief Executive Officer
(CEOQ), shareholder and director, as co-borrowers, obtained from a bank a $500,000 note and a $300,000
line of credit. The note requires monthly payments of $7,137 in principal and interest, with the remaining
balance due on the expiration date. Both the note and line of credit are due on July 31, 2007 and interest
on both facilities is at the bank's prime rate (7.75% and 5.75% on March 31, 2006 and 2005, respectively)
plus 2%. The loans are collateralized by all the Company’s assets, and contain certain compliance
covenants, along with certain restrictions that prohibit the current CEQO from personally borrowing funds
under these facilities. At March 31, 2006 and 2005, there was no outstanding balance on the line of
credit.

The Company had a $1,000,000 unsecured line of credit with the current CEO at an annual interest rate
of 5.5% and expiring December 31, 2006. On June 28, 2006, the Company reduced the line to $500,000
and extended the term through April 30, 2007. As of March 31, 2006 and 2005, there were no
outstanding borrowings under this line of credit. During 2006 and 2005, the CEO advanced $150,000 and
$800,000, respectively, on this line, which were repaid during the same year advanced. Interest expense
on this line of credit was $1,592 and $4,216 for 2006 and 2005, respectively.

Additionally, in 2006 and 2005, the Company borrowed $150,000 and $75,000 from another Company
officer, which was repaid in the same year advanced. Interest expense on the loans was $1,740 and $1,039
for 2006 and 2005, respectively.

In September 2005, the Company acquired equipment totaling $289,090 under a capital lease. The capital
lease requires a monthly payment of $ 9,280 and expires August 1, 2008. In November 2004, the
Company acquired equipment totaling $181,152 under a capital lease. The capital lease requires a
monthly payment of $ 5,697 and expires October 1, 2007.

Long-term debt consists of the following:

March 31,
2006 2005
Bank term note $ 336,648 $ 393,771
Capital lease obligations at implicit rates ranging from 8% to 9%,
payable in monthly installments ranging from $348 to $9,280,
terminating through November 2009. 353,090 174,188
689,738 567,959
Less current maturities of long-term debt 213,847 130,853

s_475891  S_437.106

(Continued)
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BROADVIEW MEDIA, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Future maturities of long-term debt are as follows:

‘Year Ending March 31, Amount
' 2007 : $ 213,847
2008 424,445
2009 49,082
2010 2,364
5__ 689,738

The cost of equipment acquired under capital leases was $486,750 and $197,660 and the accumulated
amortization was $89,181 and $15,921 at March 31, 2006 and 2005, respectively. Amortization of
equipment under capital leases is included in depreciation expense.

7. Income Taxes —

Reconciliations between the income tax provision (credit) computed at the federal statutory rate and the
income tax provision (credit) for the consolidated statements of operations are as follows:

Year Ended March 31,
2006 2005

Income tax credit at federal statutory rate $ (181,000) $ (111,000)

(Continued)

Valuation allowance 246,000 283,000
State income tax credit, net of federal tax effect (37,000) (23,000)
Nondeductible expenses 1,000 1,000
Increase in estimated tax refund receivable for UCC (47,246) 47,246
Other (27,700) 10,340
$ (45946) $ 207,586
Temporary differences that give rise to the net deferred tax assets and liabilities are as follows:
March 31,
2006 2005
Current deferred tax assets:
Allowance for doubtful accounts 12,000 $ 5,000
Accrued expenses 20,000 32,000
Deferred gain on sale of building 2,000 7,000
34,000 44,000
Noncurrent deferred tax assets:
Net operating loss carryforwards and
alternative minimum tax credit 2,082,000 1,843,000
Depreciation 36,000 17,000
Deferred gain on sale of building - 2,000
2,118,000 1,862,000
Total deferred tax assets 2,152,000 1,906,000
Less valuation allowance 2,152,000 1,906,000
- $ B




BROADVIEW MEDTA, FNC, AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

7. Income Taxes — (continued)

At March 31, 2006, the Company has net operating loss carryforwards of approximately $4,500,000
available to offset future taxable income. Internal Revenue Code Section 382 (“Section 382”) limits the
availability of net operating losses to offset current taxable income if significant ownership changes have
occurred for federal tax purposes. The Company believes that the ownership changes of the Company
within the recent years trigger the application of Section 382 limitations. The Company has not
completed its analysis unider Section 382 and, therefore, has not yet determined the precise annual dollar
limitations that would apply to a significant portion of the Company’s $4,500,000 net operating loss
carryforwards The loss carryforwards expire from 2014 through 2026. The Company also has an
alternative minimum tax credit carryover of $234,000 which does not expire. The Company increased its
valuation allowance by $246,000 and $283,000, respectively, during 2006 and 2005. Management
reviews the estimate of this valuation allowance on a quarterly basis.

The income tax provision (credit) consists primarily of current federal income taxes. State income tax
effects are not separately disclosed as they are deemed immaterial.

8. Stockholders’ Equity —

Series A Preferred Stock

The Company authorized 2,500,000 shares of preferred stock. The Company designated 100,000 shares
as Series A, cumulative, voting preferred stock with a per share par value of $.01 and a per share
liquidation value equal to the greater of $100 or 100 times the per share liquidation value of common
stock. Each share of Series A preferred stock has voting rights equal to 100 shares of common stock.
Upon issuance, the Series A preferred stock bears a cumulative quarterly dividend equal to the greater of
$1.00 or 100 times the amount of any quarterly declared dividend on common stock. No shares of Series
A preferred stock are issued.

Series B Preferred Stock

On March 30, 2005, the Company authorized 500,000 shares of preferred stock with a per share par value
of $.01, which were issued to its CEO for $625,000. Each share of Series B preferred stock is entitled to
the same voting rights as common stock and bears a cumulative annual dividend of $.06 per share and has
liquidation rights over common stock at $1.25 per share plus any cumulative dividends. Each Series B
preferred share is convertible into one share of common stock at any time. Detachable warrants for
1,000,000 shares of common stock with an exercise price of $1.25 per share and having a 10-year term
and appraised value of approximately $.20 per warrant were included with the issuance. At March 31,
2006, 700,000 shares of common stock remain reserved for conversion of the detachable warrants. At
March 31, 2006, cumulative preferred stock dividends in arrears were $30,000, or $.06 per share.

Stock Options

The Company has a stock option plan that includes incentive stock options for employees and
nonqualified stock options for outside directors, employees, and nonemployees. The terms of the
incentive and nonqualified stock options are substantially the same. The plan provides for the issuance of
the Company’s common stock at not less than fair value at the date of grant. The Company authorized
385,000 shares for the plan. All stock option grants are reviewed and approved by the Board of Directors
or its Compensation Committee. Options granted typically vest over three years, with some options
vesting immediately and typically expire after three to five years.

(Continued)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

8. Stockholders’ Equity — (continued)

A summary of the Company’s stock options is as follows:

Weighted-
Average
Options Exercise

Outstanding Price

March 31, 2004 35,650 $2.20

Exercised (29,650) 1.78

Cancelled (6,000) 4.27
March 31, 2006 and 2005 - -

Warrants
A summary of the Company’s warrants is as follows:
Weighted-

Average

Warrants Exercise
Outstanding Price
March 31, 2004 574,267 $1.58
Issued 1,000,000 1.25
Exercised (365,000) 1.30
Cashless exercises (22,369) 2.50
Cancelled (41.898) 2.50
March 31, 2005 1,145,000 1.35
Exercised (370,000) 1.32
Cashless exercises (17,505) 2.50
Cancelled (57,495) 2.50
March 31, 2006 700,000 1.25

During 2006, the Company’s CEO exercised 350,000 common stock purchase warrants at an exercise
price of $1.25 per share, or a total of $437,500. During 2005, this individual also exercised 350,000
common stock purchase warrants (acquired in March 2003) at an exercise price of $1.25 per share or a

total of $437,500.

All warrants outstanding at March 31, 2006 are exercisable at $1.25 and have a weighted average
remaining contractual life of 1.25 years.

{Continued)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

8. Stockholders’ Equity — (continued)

Fair Value Assumptions

The fair value of warrants issued in 2005 was estimated at grant-date using the Black-Scholes option-
pricing model with the following weighted-average assumptions:

Risk-free interest rate 4.6%
Expected life-years 10

Expected volatility 80.0%
Expected dividend rate 0.0%

Shareholder Rights Plan

In July 1998, the Board of Directors adopted a Shareholder Protection Rights Plan (Plan) declaring a
dividend of one right for each share of the Company’s common stock outstanding on August 14, 1998.
The rights entitle the holder to purchase stock having a market value equal to twice the exercise price.
The rights may be exercised (except by the acquirer of 15% or more of the Company’s common stock) at
a time specified by the Board of Directors after a person or group has acquired, or announced and intends
to acquire, 15% or more of the Company’s stock. If more than 15% is acquired, but not more than 50%,
of the Company’s common stock, the Board may elect to exchange common stock for the preferred stock
rights in accordance with a formula specified in the Plan. The rights are redeemable at $.001 per right
until becoming exercisable and have a term of 10 years unless redeemed earlier or extended by the
Company.

9. Operating Leases -

The Company leases one building in Minneapolis, Minnesota, one in Chicago, Illinois and two in West
Jordan, Utah. All leases provide for additional rent based on shared operating expenses.

Approximate future minimum rent commitments are as follows:

Year Ending March 31, Amount

2007 $821,900

2008 811,100

2009 823,700

2010 836,500

2011 861,400
Thereafter 5,680,900
§_9.835.500

The Company also rents various types of production equipment on a month-to-month basis. Total rental
expense for facilities and equipment was approximately $887,000 and $751,000 for 2006 and 2005,
respectively.

(Continued)
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10. Strategic Relationship' With’Relafed-Party = {(continued)

In May 2004, the Company entered into a strategic relationship with the Minnesota School of Business
(MSB), a company owned by the Company’s CEQ, to offer digital video courses at one of the Company’s
Minneapolis facilities. The Company provides equipment, facilities and technicians for technical support
to allow MSB to offer digital, video-based courses. Offering digital, video-based courses is intended to
provide students instruction in an apprenticeship environment within a for-profit business. The terms
include a quarterly charge per student. In addition, the Company produces promotional and training
videos for MSB. In 2006 and 2005, the Company billed MSB $92,000 and $85,000, respectively. The
services were billed at rates consistent with similar independent customers. The Company also utilizes
administrative, accounting and consulting services provided by MSB. In 2006 and 2005, the Company
expensed $240,000 and $900,000, respectively, for services from MSB. The charge for 2005 and the first
quarter of 2006 of $900,000 and $150,000, respectively, related to UCC prior to Broadview’s acquisition.
UCC had prepaid management fees to MSB and other receivables from MSB of $22,320 and $214,539 at
March 31, 2006 and 2005, respectively, which are included in other current assets.

11. Concentrations -

In 2006 (2005), Media Production derived approximately 30% (40%) of its revenues from two customers,
20% (34%) from customer A, and 10% (6%) from customer B. Customer A accounted for 55% (41%) of
the Company’s contract and trade receivables and estimated revenue in excess of billings on uncompleted
contracts at March 31, 2006 (2005).

Education receives substantial revenue from Title IV programs administered through the U.S. Department
of Education. Any change in the eligibility status of UCC to administer these programs would
significantly affect Education’s operations.

Under a provision of the Higher Education Act of 1965, as amended, commonly referred to as the “90/10
Rule,” UCC will cease to be eligible to participate in Title IV programs if, on a cash accounting basis,
more than 90% of its revenues for the prior fiscal year was derived from Title IV programs, as prescribed
in the Federal Register at 34 CFR 600.5(d). Any school that violates the 90/10 Rule immediately becomes
ineligible to participate in Title IV programs and is unable to apply to regain eligibility until the following
fiscal year. For the year ended March 31, 2006, UCC received $4,988,021 of Title IV funds and total
eligible cash receipts of $6,615,470 resulting in a percentage of 75%. For the year ended March 31, 2005,
UCC received $4,504,882 Title IV funds and total eligible cash receipts of $5,762,437 resulting in a
percentage of 78%.

12.  Employee Benefit Plan -
The Company maintains 401(k) employee benefit plans covering substantially all of its employees. The
Company contributes to the plans an amount equal to 50% of an employee’s contribution up to a

maximum Company contribution of 2.0% to 2.5% of an employee’s covered compensation. The
Company contributed approximately $32,000 and $22,000 for 2006 and 2005, respectively.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stocfcholders
Broadview Media, Inc. and Subsidiaries
Minneapolis, Minnesota

We have audited the accompanying consolidated balance sheets of Broadview Media, Inc. and
Subsidiaries as of March 31, 2006 and 2005, and the related consolidated statements of operations,
stockholders’ equity, and cash flows for the years then ended. These consolidated financial
statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these consolidated financial statements based on our audits. We did not audit the 2005
financial statements of C Square Educational Enterprises, a wholly owned subsidiary, which
statements reflect total assets of $1,236,109 as of March 31, 2005, and total revenues of
$5,893,394 for the year then ended. Those statements were audited by other auditors whose
report has been furnished to us, and our opinion, insofar as it relates to the amounts included for
C Square Educational Enterprises as of March 31, 2005, and for the year then ended, is based
solely on the report of the other auditors.

We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free of material
misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its
internal control over financial reporting. Our audit included consideration of internal contro! over
financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s intemnal control over financial reporting. Accordingly, we express no such opinion. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
consolidated financial statements, assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, based on our audits and the report of the other auditors, the consolidated financial
statements referred to above present fairly, in all material respects, the financial position of
Broadview Media, Inc. and Subsidiaries as of March 31, 2006 and 2005, and the results of their
operations and their cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

Fsie Brsihop Stitaars Compunsy, AP
Lurie Besikof Lapidus & Company, LLP
Minneapolis, Minnesota

May 17, 2006, except for the second paragraph
of Note 6, as to which the date is June 28, 2006
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